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On June 22, President Luis Alberto Lacalle's administration finally authorized the sale of 51% of
stock in the state airline PLUNA (Primeras Lineas Uruguayas de Navegacion Aerea) to a consortium
of investors from Argentina and Brazil, headed by the Brazilian airline VARIG (Viacao Aerea Rio
Grandense). The new owners promise to expand and upgrade the fleet and services run by PLUNA,
which is now the first state firm to be privatized in Uruguay. The government spent more than
three months reviewing the offer made by the consortium "Pluriconsorcio de Navegacion," which
presented its bid for the airlines on March 4.
According to the State Advisory Commission (Comision Asesora de Adjudicacion), which
supervised PLUNA's privatization, the government carefully evaluated the terms and benefits
contained in Pluriconsorcio's bid, and then reviewed the financial stability of the consortium's
members to assure that the new company would be economically stable. In December 1993, the
government rejected an offer to buy PLUNA by the Brazilian company VASP (Viacao Aerea Sao
Paulo) due to that firm's severe financial insecurity. Like VASP, VARIG is heavily in debt and
has reported substantial operating losses in recent years. But VARIG, which is Brazil's largest
national airline and an important competitor in Latin America, has made substantial efforts since
last year to streamline its operations and increase profits, which apparently influenced the Advisory
Commission's ruling.
The Commission included Uruguayan aviation specialists, prominent business representatives,
and a special delegation from the legislature. Under terms of the sale, Pluriconsorcio will pay US$2
million in cash for PLUNA, and will absorb about US$20 million in debt, most of which is owed to
Uruguay's social security institute, and to the state-run fuel refinery and distribution firm ANCAP.
In addition, Pluriconsorcio will immediately add two new DC-10 aircraft to the airline's fleet of six
Boeing 737's, and within three years the new owners must completely renovate the old planes. By
expanding the company's fleet of planes, Pluriconsorcio plans to open new routes to the US and
Israel.
At present, PLUNA has licenses to fly to New York and Miami, but no flights to the US are operating
due to the shortage of planes and lack of investment capital. To date, PLUNA has concentrated
on domestic flights, while offering only limited international service to Argentina, Brazil, Chile,
Paraguay, and Spain. Among other measures, Pluriconsorcio also plans an aggressive training
program for PLUNA's technical personnel, especially the company's team of mechanics, in order
to offer technical services such as repairs and consulting on a contract basis to other airlines in
Uruguay.
The Uruguayan government will retain 49% of PLUNA's stock, although the privatization contract
stipulates that the state can sell up to 8% of company shares to PLUNA workers. Although the
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government is now a minority shareholder, PLUNA will still retain its status as a national rather
than foreign airline, allowing it to continue to service the domestic market. PLUNA is now the first
Uruguayan state company privatized under President Lacalle's administration, since a national
plebiscite in December 1992 effectively blocked the government's plans to rapidly sell off most
state firms. In the plebiscite, Uruguayan voters had demanded that the government's privatization
law approved by the Lacalle administration in September 1991 be overhauled to prohibit all state
monopolies from being sold, and to force the executive to seek legislative approval for the sale of all
non-monopoly businesses. (
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